Introduction

Background
The European Commission's Directorate-General for Enterprise and Industry is interested in learning about demand-side innovation policies being implemented in EU Member States.
Demand-side innovation policy instruments may be defined as a set of public measures to increase the demand for innovations, to improve the conditions for the uptake of innovations, and/or to improve the articulation of demand in order to spur innovations and the diffusion of innovations 1 . According to Edler (2009) , such a broad definition of demand-based innovation policies implies twin rationales, namely to promote and stimulate innovation and to increase the diffusion of innovation. In addition, this second rationale, the diffusion of innovation, further implies that the concept of innovation extends beyond the scope of 'new to the world' and encompasses innovations that are new to a firm or to a certain geographical space.
From the policy perspective, in recent communications, the Finnish Ministry of Employment and the Economy have noted that, 'innovations achieved by increasing or strengthening demand, i.e. demand innovations refer, according to the current perception, to the concept of using policy to increase or strengthen the demand base, that is the market, which in turn should enable enterprises to gain a better return on their innovation efforts. However, the issue is such a new one in policy making that as yet there is no generally accepted definition'. 2 Why does innovation policy in Europe need to extend to demand-side innovation policy measures? While Europe plays a leading role in science and in fostering the development of science and technology graduates, it seems less successful in converting science-based findings into commercially and societal valuable innovations. At the same time, markets have long been recognised as important drivers of innovation and, more recently, as a target for innovation policy.
More innovation-friendly market framework conditions are necessary in Europe to reduce the time-tomarket (as opposed to the time-to-firm) of new goods and services and to enable emerging sectors to grow faster. The improvement of market framework conditions is done by demand-side policies. As a result, companies will see a quicker return on their research and development (R&D) and innovation investments. At the same time, public investment in R&D and innovation programmes should attain greater outputs as measured, for example, by jobs, new-to-market products and patents. The concept most used in academic literature (see Beise 2001), however, stresses that successful innovation must orient the particular design (conceptually, technically and aesthetically) of an innovation to meet the needs of those customers that will set upcoming trends in demand. The key challenge of following a lead market approach to innovation is to identify the markets that will define future trends in demand.
Demand-side innovation policy complements supply-side policy, which mainly uses public investment through grants and other avenues to stimulate innovation in the EU, in Member States, regions or cities. Thus, demand-side policy measures operate alongside supply-side measures, rather than replacing them. According to Edler (2009) , the rationale for demand-based policies rests on four pillars:
(1) innovation policy: overcoming system failures; (2) societal goals and policy needs; Market size, the factor that most strongly influences the amount of demand, is clearly influenced by a range of policies. One of the most influential, for example, is the general level of taxation to stimulate end-user demand for innovation, which can affect demand very rapidly. Taxation may also be used as an instrument to influence markets, i.e. drive demand, in specific sectors 3 . However, current innovation policy discussions tend to focus on demand innovations relating to public procurement, regulations and standards, and lead markets. Edler (2009) provides a typology of demand oriented measures (see Table 1 ).
Demand-side measures may be deliberately linked to other demand-side measures, and also to a range of supply-side instruments. Indeed, this would seem to be a logical prerequisite: policies that promote the demand for innovation must be accompanied by policies that ensure that innovation is in place to be able to meet that demand. Examples of complementary supply-side policies would include, in addition to the more traditional innovation promotion instruments, measures that supported cooperation between users and suppliers, instruments to support user-led innovation, and measures to enhance public confidence in innovation, such as consumer protection regimes.
The Lead Market Initiative (LMI) for Europe 4 is aimed at fostering the emergence of lead markets 5 , i.e. markets with potentially high economic and societal value. The LMI rests on two main pillars: the identification process of six lead market areas that act as pilot market for this approach, and the implementation of their action plans (policy coordination). Six markets have been identified as part of the LMI: eHealth, protective textiles, sustainable construction, recycling, bio-based products, and renewable energies.
These markets are highly innovative, respond to customers' needs, have a strong technological and industrial base in Europe and, to a greater extent than other markets, depend on the creation of favourable framework conditions through public policy measures. The 2007 LMI Communication 6 stressed that any preferential policy treatment for certain sectors or 'picking the winners' should be avoided.
A tailored plan of action for the next three years has been formulated for each market. The LMI consists of coordinated priority actions in each market area, which should lower barriers to bring new products or services into the market. The LMI represents a sort of 'demand-side policy mix', in that it uses a number of demand-side policy instruments that work in synergy. These measures are described in the action plans.
The added-value of the initiative is about developing a prospective, concerted and tailored approach of regulatory and other policy instruments, including legislation, public procurement, standardisation, labelling, certification, and complementary instruments. While the LMI is not primarily about direct funding, the Seventh Framework Programme (FP7), the Competitiveness and Innovation Framework Programme (CIP), and Structural Funds (SFs) may nevertheless potentially fund activities that could support the LMI and its aspirations.
Although the action-plans mainly contain EU-wide measures, the LMI approach and/or the action plans' activities could be linked to ongoing and planned activities in Member States and regions, taking into account the subsidiarity principle. Following the outcome of the mid-term review in September 2009, discussions during the Swedish Presidency in the second half of 2009 will be initiated on the question of whether and how to extend the LMI to include other market areas.
This policy brief seeks to identify those countries in which policy debates and policy adaptations have been taking place, at what levels, which sectors and actors have been impacted or targeted, how have any such initiatives been coordinated, and whether the LMI has influenced national policies. Finally, it looks for examples of successful demand-side policies at national or regional levels that could be taken up at EU level. 
Methodology
The information contained in this report is based on supporting information provided by the INNOPolicy TrendChart Network of National Correspondents 7 and was collected by means of a brief questionnaire (annexed to this document).
Specifically, the questionnaire sought information on the issues, as follows.
1. The level of debate on the need to complement 'traditional' supply-side innovation policies with demand-side policies (legislation, public procurement, standards, labelling). 2. The existence of programmes specifically implementing these types of measures. At the time of analysis, responses had been received for the countries noted below. The results are synthesised in the following sections.
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Debate and demand-side policies
An analysis and summary of the responses is included here to present a snapshot overview, while avoiding going into too much detail. The specific question posed here was:
In your country, is there (or has there been) a debate on the need to complement 'traditional' supply-side innovation policies with demand-side policies (legislation, public procurement, standards, labelling)? Are there programmes specifically implementing these types of measures?
Debate and policy
Responses tended to be grouped into four broad categories; those where, for various reasons: (1) no or very little specific debate has taken place (e.g. Estonia, Greece, Hungary, Ireland, Italy 8 , Slovakia, Slovenia and Switzerland); (2) those where debate is beginning to consider the need for demand side innovation policies (e.g. Bulgaria, Czech Republic, India, Latvia, Lithuania, Malta and Poland); (3) those where debate has focused on related demand-side aspects (e.g. Austria, Belgium, Brazil, China and Denmark); and (4) those where there is a strong and ongoing debate on linking demand-side policies to innovation policy (e.g. Finland, Germany, France, Ireland, the Netherlands, Norway, Spain, Sweden and the UK).
Examples of related demand-side aspects notably focus on the sustainability agenda and include 'green' public procurement, energy-efficient construction and transport, power generation projects using renewable energy sources, bio-fuels, infrastructure for waste management (e.g. Austria, Flanders, Cyprus, Italy, Liechtenstein, Lithuania and Sweden). However, other areas also receive significant attention, such as ICT (e.g. e-government, e-health, e-learning, and e-commerce) and software, infrastructure renewal, public administration, and so forth.
In this context, the use of regulation or legislative change is often cited (e.g. over the use of solar power generation or construction and other industry standards in Belgium, Canada, Ireland and Japan, along with tax concessions, subsidised purchases, and so forth. In general, demand-side policies are often implemented as a mix of public procurement procedures, legislation, and direct 8 Although some recently introduced programmes to support research and innovation highlight the importance of integrating supply and demand-side policies, notably 'Industria 2015', the industrial innovation programme.
financial incentives (as in Liechtenstein or France, for example). The development of standards has been discussed by several governments as an instrument to spur innovation, with the environmental and service sectors as potential key areas. Lithuania, for example, implements its demand-side related policies through a mixture of direct grants for innovative environmental and energy projects (under SF operational programmes), regulation and legislation (participation in international agreements on renewable energy sources) and implementation of international environmental, energy saving standards, and so forth, in construction and industry.
In some cases, these major public procurement initiatives have been mooted as ways of stimulating the economy and mitigating the effects of the recession. For example, in Austria, it was proposed that the government act as a first mover in the purchase of electric cars to stimulate the automotive industry, and Iceland has focused policy attention on innovation, stimulated by public procurement, as one possible way out of its crisis. Meanwhile, other countries (e.g. Sweden and the UK) have looked afresh at the old models of public procurement as a means to stimulate innovation. In other cases, however, public procurement is generally seen as a policy tool for the support of R&D policy, in areas such as industrial R&D, defence R&D, health R&D, and so forth (e.g. Portugal). Japan has been particularly active, for instance, in the regulation of medical R&D as a way to stimulate innovation.
Some countries (e.g. Denmark and the US) have utilised outsourcing policies and other measures (i.e. privatisation of public sector services) to increase competition within the public sector, with the aim of improving quality and efficiency, potentially via product and service innovations, and reducing the cost of public services. In the Danish case, however, the outcome has been ambiguous. In addition, countries may adopt public policies and programmes (e.g. on environmental protection, energy supply, ICT dissemination, construction, recycling, and so forth) that have a positive although indirect impact on innovativeness and innovation performance, and which are not primarily considered as demand-side policies.
TrendChart correspondents have identified barriers to the development of demand-side policies in a number of countries, such as a long-standing policy reliance on 'traditional' supply-side measures (e.g. Bulgaria, China, Croatia, Czech Republic, France and Latvia), a focus on export promotion (e.g. Israel), low policy planning potential and limited experience of the public administration (e.g. Greece), limited size of the public economy and its power to effectively utilise procurement measures (e.g. Estonia and Ireland) or a lack of critical mass in the private sector to allow utilising such measures (e.g. Croatia).
In the US, recent federal level activity has placed greater emphasis on enhancing framework conditions (e.g. tax credits) rather than on explicit policies to encourage user-led demand policies, although SBIR-type R&D public procurement schemes have been running successfully for decades. More demand-side activity takes place at the state level, where current efforts focus on the use of standards (e.g. at more stringent levels than at the federal level) to encourage innovation in alternative and renewable fuels and sustainability.
Nevertheless, in several countries, debate has led to the formulation and implementation of policies (e.g. Malta, and Poland) or specific programmes to support demand-side innovation (e.g. Belgium, Canada, the Netherlands, Norway, and so forth). See Section 2.2 below.
The role of demand may also be an implicit feature of innovation policy. For example, in Germany, innovation policy is strongly organised along thematic areas and fields of technology. Through stakeholder involvement and thematic reports, policy makers are well informed about the specific needs for successful innovation in their area, including issues such as regulation, standard setting, the role of public demand and the need to communicate with lead customers, and to balance new technology development with the requirements of customers and users. Thus, in practice, demandside policies are integrated into thematic R&D and innovation programmes (i.e. the Pharmaceutical Initiative) or regulations that aim to foster innovation (such as in the area of environmental policies). As a corollary, there are no specific demand-side innovation policy measures, as such.
2.2
Demand-side policies
Some selected examples of policies that are related to demand-side innovation policies are included below.
Sectoral focus
• The Flemish MIP (Environmental and energy technology Innovation Platform), which coordinates policies in the areas of energy, environment and innovation, and support for the pilot phase of an action plan on Innovative Procurement and the establishment of a knowledge centre on Innovative Procurement.
• DesignDenmark includes the establishment of a Danish Design Centre to support design service firms and promote the Danish design service sector in general. The strategy also seeks to strengthen the design of public sector services (possibly through the use of procurement policies, although these are not specified).
• The Dutch Innovation Platform has identified three roles for the government in stimulating innovation: (a) as service provider, (b) as investor, and (c) as purchaser and procurer. The resulting Action Plan, 'Government as Launching customer: from best practice to common practice', has a strong focus on the promotion of innovation via demand-side measures. In addition, the Sustainable Procurement programme encourages government authorities to take environmental and social aspects into account in the procurement of products and services, while the Ministry of Economic Affairs uses a programmatic approach to stimulate the innovativeness/competitiveness of 'key areas' in the Dutch economy. The government is also currently developing 'societal innovation programmes' in the sectors safety/security, health care, water, energy, and education, which may include demand-side, measures (e.g. demonstration projects, creating experimentation spaces, and so forth).
• The Chinese government has recently initiated demand-side policies that target critical industries, such as defence, pharmaceuticals, and automotive. In Implementing Related Policies of State Plans and Programmes for Medium and Long-term Development of Science and Technology (2006-2020), the State Council explicitly states the necessity of establishing a financial procurement system oriented toward independent innovation products.
Generic public procurement
• In Norway, demand-side innovation policies have been in place for several decades, in particular in the form of the OFU and IFU programmes (Public and Industrial Research and Development Contracts). These support schemes, in place since 1968, stimulate innovative firms and improve the quality and efficiency of public services (through the acquisition of new technologies or solutions) by promoting cooperation between companies and public institutions acting as customer.
Pending and early-stage initiatives
• Although demand and user-oriented innovation policy has a strong presence in Finnish policy documents, and the Ministry of Employment and the Economy is preparing an action plan for demand-oriented innovation policy, there are no programmes that intentionally address demandside innovation policy needs. However, Tekes, the Finnish Funding Agency for Technology and Innovation, is developing a new funding instrument for innovative public procurement. . The government's strategy is implemented through measures including the Small Business Research Initiative (which sets targets for public sector procurement from SMEs), the TSB's active leveraging of the government's purchasing power, and the TSB's Innovation Platforms, which address lead markets in specific 'challenge' areas, such as climate change and ageing.
Lead market policies
Although this section deals with the question of the presence of explicit public 'lead market' policies, it was noted that in order to create a lead market, supply-side elements also have to be considered as well as demand-side measures. However, as such, supply-side measures (notably thematically oriented programmes, such as those in the generic areas of ICT, genome research and systems biology and nanotechnologies and transport, aerospace, security, energy and sustainability) are rather more typical forms of innovation support and are not always explicitly linked to demand-side consideration (these are not included in the following coverage, which is restricted to demand-side initiatives).
In addition, regional and local initiatives based on the 'living lab' concept can approach the 'lead market' idea at the practical level (i.e. Portugal and Finland). It was also noted that some countries participate in the development of 'lead market' policies at the EU level (e.g. Finland and Hungary), while, similarly to the case of demand-side policies, the effectiveness of 'lead market' policies in small countries was also questioned.
It was also noted that the concept of lead markets (as used in innovation management literature) is not always fully understood within innovation policy but rather reflects the desire that new technologies developed with the help of public money should receive great market success and will generate a new market (see Introduction).
A large number of TrendChart Correspondents reported no specific examples concerning lead market initiatives, although some indicated that such programmes were at the early stages of being developed, for example in the Czech Republic. Other TrendChart Correspondents report that types of lead market initiatives, with a strong demand-side focus, were in place but were not designated as 'lead market' specifically, as highlighted below.
• Cyprus has a kind of 'lead-market' initiative in a special pilot study, which addresses both the lack of water resources and the island's total dependence on oil for its energy needs. Run by the Technical University in cooperation with local construction firms, if the pilot is successful and is adopted by the government and the business sector, it may lead to new procurement and new standards, thereby increasing the competitiveness of the local construction sector in the regional market place. The National action plan for Green Public Procurement (GPP) offers another similar example, which uses public procurement to promote market penetration of environmentally friendly products and services.
• DesignDenmark (within design services) and the Danish government's action plan for promoting eco-efficient technology can both be considered 'lead market' policies.
• Public procurement is one of the main instruments through which Spain encourages Lead Market
Initiatives for innovative goods and markets and a series of guidelines to encourage public procurement have been developed. The CDTI has developed a programme to support the introduction of innovative products in international markets ('Support to the international commercialisation of innovative products').
• The French Grenelle initiative for the environment supports development in four lead market sectors. In the construction and energy sectors, it focuses on renewable energies and climate change energy. In transport, it prioritises alternative transport modes for air transport. It also has a programme to halt the loss of biodiversity. Moreover, for the future of the Grenelle initiative for the environment, the national French sustainable development strategy of 2009-2012 is under preparation.
Examples of such programmes were also given for Israel (e.g. defence, alternative energy and water supply), India (e.g. upgrading the national infrastructure, transport, energy efficiency and environment, public administration and e-governance via the introduction of ICT), Italy (e.g. Lastly, a small number of countries report the introduction of explicit lead market policies, as follows.
• • Defence contracting has long been considered the classic lead market activity in the US, with mission-oriented defence procurement stimulating capabilities in private sector defence contractor firms. Recent initiatives include (at the national level), the Technology Innovation Program (TIP), which encourages private sector innovation in areas of critical national need. The TIP programme was established in the America COMPETES Act of 2007, out of the previous Advanced Technology Program. It is focused on needs rather than technologies to meet societal challenges. The current focus is on civil infrastructure integrity, including roads, highways, bridges, and water systems. At the state level, there are explicit lead market policies to encourage innovation. In the energy area, California is among the states that have taken a lead in setting higher Corporate Average Fuel Economy (CAFÉ) standards and renewable portfolio standards to encourage innovation in the automotive and energy industries.
The points detailed above identify programmes and examples where there is a specific thematic or sectoral focus.
The questionnaire also sought to identify particular target groups, such as small and medium-sized enterprises (SMEs). In most cases, the programmes and initiatives described had no specific target and covered a range of innovation actors. These were highly dependent on the nature of the measure concerned, such as SMEs, large firms, universities, research institutes, hospitals (in the case of health and e-health measures), the public (i.e. consumers of specific goods and services), and so forth. This was the case with Austria, Israel, Luxembourg, Spain and the UK, among others. Where there is a specific drive to support innovation through demand-side measures, there tends to be a focus on high-tech and new-technology firms (e.g. China, India and France).
However, SMEs do form the target of some measures (e.g. certain programmes in Denmark, France, India, Ireland, the Netherlands, Portugal, Sweden and the US), although this can just be a consequence of the industrial structure of the country rather than a specific policy focus (e.g. Cyprus, Greece and Malta). In Iceland, the targets are mainly high-tech start-ups and spin-offs. In France, 'Article 26' of the law on ' the modernisation of the economy' aims to facilitate entry for SMEs to high tech markets, thereby also applying to the six lead market sectors.
A commonly-cited policy rationale for targeting SMEs is that they often lack the opportunity to participate in major public procurement activities, yet can represent a source of major innovative potential.
Implementation and coordination
Where relevant LMI/demand-side programmes or initiatives are in place, most are run at the national level (with some exceptions, i.e. Austria, Denmark, Spain and UK within the EU, as well as Brazil and India). The relevant agencies/bodies are presented in the table below, which is provided for illustrative purposes only. In general, the body or bodies responsible tend to be those associated with innovation policy in general or in the case that the programme has a sectoral focus, the relevant ministry, department or agency. Given the range and variation of demand-side measures reported above (and notably the variation in sectoral focus), it is difficult to present an overall picture of the ways in which their governance is coordinated, let alone the degree of coordination and coherence that they have with the remainder of the innovation policy mix. The latter situation is further complicated by the fact that many of the reported measures are not explicitly part of the innovation policy mix (being either general public procurement policies that are not directly connected to innovation goals or are narrowly tied to the stimulation of R&D, for example). Furthermore, the national context also varies: some countries operate a much broader view of innovation (and hence have a wider policy mix) than others, whilst innovation policy making may be fragmented or coherent to varying degrees. Moreover, where the range of demand-side and/or lead market initiatives that are in place is restricted, there is a greater chance that their coordination will be undertaken through a single agency.
To illustrate the range of variation, some specific examples are given below.
• In Germany, demand-side measures are typically part of a technology programme and the programme administering agency ('Projektträger') coordinates these activities with other programme activities. Where other authorities are responsible for implementing demand-side measures (e.g. adaptation of regulations, public procurement), they are involved through intragovernmental consultation, which can attempt to convince other agencies about the need for adaptation in order to stimulate innovation.
• In Italy, the initiative 'Industry 2015' is coordinated by the Ministry for Economic Development, and the regional administrations are actively involved in the definition of the programme in the five strategic areas, while the PA Innovation Plan is led by the Ministry for the Public Administration and Innovation and coordinated with other ministries depending on the measures concerned (e.g. with the Ministry of Health for the e-health initiative or with the Ministry for Economic Development for the enterprise web portal) and with the regional and local entities.
• In Norway, coherence with the rest of the policy mix is ensured by increased coordination and cooperation between Innovation Norway and the Research Council and SIVA (the industrial cooperation of Norway). While organisational preconditions for coordination and coherence are adequate at agency level, cross-ministerial coordination and coherence for the development of innovation policy is weaker and seen as a challenge.
LMI-inspired actions
In general, most TrendChart Correspondents did not report any influence from the LMI on their national policies or initiatives, while the question was not felt to be relevant for the non-EU Member
States. An exception to this came from China, which noted that (as evidenced by government reports and academic research conducted in China) the adoption of demand-side innovation policy is driven by two factors: a dissatisfaction with the dichotomy between research and commercialisation, which is facilitated by supply-side innovation policies, while the second factor is inspired by the models of Western countries or regions, like the EU, America and Japan.
More specifically, Finland has actively followed the preparation and launch of the LMI and it is possible that LMI has influenced or at least supported national debate and the creation of new demand-oriented innovation policy guidelines. The same is true for Greece, where the LMI is feeding into national debate (although without direct impacts as yet), and in Poland interest in innovative public procurement (as noted in recent policy documents) has been triggered by developments taking place at the EU level. In Spain, the LMI has increased stakeholder recognition of the importance of developing strategies that encourage the commercialisation of innovative products. In Portugal, on the other hand, there may be an indirect connection between the Portuguese eHealth initiative, launched in the context of the Technological Plan, and the European eHealth programme, which is explicitly related to the LMI. It was noted that, for Iceland and the current economic crisis, LMI might prove important in the future.
In Ireland, the LMI intersects with ongoing government innovation policy and more recently in the publication of the government's policy Framework Document, 'Building Ireland's Smart Economy'. A particular focus will be on opportunities arising from research in the renewable energy and environmental technologies areas. Currently, further work is being done on how public procurement policies and practices can contribute to the achievement of stimulating innovation and our environmental objectives.
Good practice examples
Only a limited number of good practice examples of demand side policies were proposed, as follows.
• The Danish wind energy industry: the government, unintentionally, created a national market for innovative wind energy products through subsidies in the 1980s and 1990s. Today, the industry is a world market leader but national demand incentives have disappeared; in 2008, few new turbines were built in Denmark. Many consider that investment subsidies (in essence, a demandside measure) had an important role in the success of this 'lead market initiative'. However, this type of measure is absent from those found in the EU LMI. A second set of examples is provided by Denmark's successful ICT and medical sectors. The first was caused by a high level of technological knowledge among Danish citizens, which created interest, innovation and markets. The second stemmed from a business sector tradition for R&D cooperation with universities and public hospitals, which created R&D that secured access to world markets. • France's SME pact 10 was quoted as a successful example of a demand-side fostering measure, and it was noted that the pact will be expanded to allow SMEs to enter new markets abroad. Another good example in France is the green public procurement guide. Although this guide was published in 2004, its activities could still support the four lead market sectors that are linked to sustainable development.
• Innovation policy in the area of environmental protection in Germany may be seen as an example of a successful demand-side policy, though not necessarily designed as such. Through a number of environmental regulations in different areas (water/sewage, waste, energy production, efficient use of energy, air emission, noise emission) over a long period of time (starting in the 1970s), firms and private households were urged to gradually adopt an environment-friendly behaviour. Demand for environmental technologies and services increased, stimulating innovation in these areas. By transferring some types of regulations to other countries (i.e. international diffusion of regulation), German environmental technology producers and service providers were able to serve an increasing number of export markets, and Germany became a lead market for a number of environmental technologies 11 .
• In Spain, the UNE 166002 Standard has been used as a way to foster the implementation of R&D Systems. These are conceived as a series of measures established by enterprises to promote R&D and to ensure that all personnel are aware of R&D opportunities. The certification of a R&D System is a sign of the enterprise's commitment towards R&D, which has already proved to stimulate the commercialisation of products. Thus, the implementation of a R&D System has a similar effect to that of the ISO 14000 (environment) or ISO 9000 (quality). Both ISO 14000 and ISO 9000 are indicators of good performance and prestige. This standard is therefore proposed as an alternative to public procurement.
Other examples included the Irish Industry-Led Networks (sector focused), the Norwegian OFU/IFU programme, which could be taken up by other countries and even at the EU level, and Tekes' development of a new funding instrument in support of innovative public procurement, which may turn out to be an interesting example for transfer at the EU level once it is launched.
Conclusions
It is clear that debate on lead market and demand-side policies is growing and is already well established by a number of the EU's innovation leaders. Several TrendChart Correspondents also report that specific policies are already in place. The 2008 European Innovation progress Report 12 noted that several of the more 'advanced' countries had adopted framework challenges of a relatively sophisticated nature, including a focus on demand-driven issues, such as innovative public procurement. The evidence reported here seems to suggest that this policy focus is deepening and is also becoming broader across the EU 27.
Environmental technologies and ICT are particularly significant targets for demand-side policies, as are the areas of health, transport and construction. These can all be considered ' big ticket' sectors; hence, public procurement is seen as a major policy tool for driving demand-side measures. In particular, the environmental sector appears to offer a target sector in which innovation policy interventions (both supply-and demand-side) may realise major market and technological opportunities. For example, the market for environmental goods is open to influence by regulation and standardisation, there is strong consumer support for environmentally 'aware' technologies and products, there are strong incentives for the development of innovative environmental products, processes and services, user-and demand-led innovation drivers are strong, there is scope for largescale public sector procurement initiatives, and so forth.
Other policy tools include the use of regulations and standards, other forms of legislation, together with direct financial incentives. However, such policies are not always explicitly tied to innovation policy. For instance, public procurement forms a 'traditional' model of industrial support in several countries.
There also seems to be an increased emphasis on public procurement and demand-side measures, both as means to mitigate the effects of the recession on certain, at-risk, industrial sectors and also as a means to support innovation for short-term survival and to accelerate medium to longer-term recovery.
Some Trend Chart Correspondents do report barriers to the adoption of demand-side measures, such as a traditional reliance on supply-side measures and the limited purchasing power of the public sector (often as a corollary of the size of the overall economy).
Moreover, demand-side policies such as lead market initiatives probably require an appropriate balance with supply-side measures (primarily to be able to respond to and deliver the increased uptake of innovative goods and services that results from the creation of a new market).
There was evidence of the use of lead market-type initiatives, which included schemes for the support of clusters and related initiatives, often with a focus on the more traditional support for collaborative R&D and also for explicitly labelled lead market initiatives. These (explicit and implicit) lead market initiatives covered a range of actors with a focus on high-tech and new technology firms. There was limited evidence for these schemes being targeted at SMEs (although cluster-type initiatives do tend to support this range of actors). The level of implementation and governance also varied considerably according to national context and no overall picture was available.
It appears that the EU's LMI has had limited impact in terms of inspiring new initiatives at the national level (although some countries have initiatives that pre-date the LMI). However, its progress is clearly being followed and the outcomes are contributing to debate in several countries.
Finally, a relatively limited number of good practice examples of demand-side policies were reported.
